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RE: ACCPolicy Statement regardlng Utility Disincentives to Energy Efficiency and Decoupled
Rate Structures, Docket Nos. E-00000J-08-0314 and G-00000C-08-0314

Dear Colleagues and Parties:

First, I"d like to thank the Chairman, her Policy Advisor Giancarlo Estrada and staff for
their hard work on this complex issue. The depth and breadth of the workshops and the quick
turnaround on a draft are a testament to Chairman Mayes’ dedication and work ethic. I’d also
like to thank the Southwest Energy Efficiency Project’s (SWEEP’s) Jeff Schlegel, APS, TEP,
Grand Canyon States Electric Coop and other participating cooperatives, Southwest Gas, Chuck
Goldman from Lawrence Berkeley National Labs (LBNL) Ralph Cavanagh from the Natural
Resources Defense CouncilNRDC) and Wayne Shirley and Jim Lazar from the Regulatory
Assistance Project (RAP) for their detailed analysis.

Following are my comments and questions in this matter, and request that parties be
prepared to address these questions during our Open Meeting discussion. Also, the issue of how
to apply decoupling to various customer classes appears to be a key issue, and I request that the
utilities and other stakeholder address this issue in the forthcoming Open Meeting and future
decoupling discussions.

Questions for parties and stakeholders

1. How would decoupling be affected in a low or no-growth scenario?

2. During the presentations, Wayne Shirley from RAP presented information that a mere
2% drop in sales would result in an astounding 24% in profits; while a 5% drop in sales
would result in a 59% drop in profit. Do the parties and stakeholders agree with Mr.
Shirley’s estimation?

3. During the April 15-16, 2010 workshops, utilities stated that env1ronmental benefits
would accrue from deferring new generation infrastructure. What specific

‘environmental benefits’ would the utilities include? For example, would the cost of
transportation and disposal of coal ash; or reduced mercury and hazardous air pollutants,
sulfur dioxides and nitrogen oxides be included?

4. Please explain at in plain language at the Open Meetlng Where ’thls wilbk pe dlscussed how
the “dead-band” concept works. R TR I EEANE N S o

1
TR Vol 11, Pg 201, 10-13
1200 WEST WASHINGTON, PHOENIX, ARIZONA 85007-2996 / 400 WEST CONGRESS STREET, TUCSON, ARIZONA 85701-1347
www.azcc.gov



Docket Nos.: E-00000J-08-0314 and G-00000C-08-0314
November 2, 2010
Page 2 of 5

Questions for AECC

5.

I understand that Arizonans for Electric Choice and Competition (AECC) are opposed to
decoupling.;.2 Could decoupling be designed so that AECC’s concerns about return on
equity are addressed?

6. AECC stated that How would decoupling affect the lower rate paid by industrial users?
What do AECC’s various industrial users pay for electricity in cents/kWh?

7. Does AECC think decoupling will cause rate increases, and if so, why?

8. Could decoupling be designed so that it takes into account the fact that industrial classes
do not contribute to fixed costs? Should the fact that industrial classes do not contribute
to fixed costs be addressed in upcoming rate cases?

9. AECC says that jurisdictions with decoupling have segregated all or some non-residential
customers. Which jurisdictions, and what was the result?

Questions for AIC

10. During the workshops, the Arizona Investment Council (AIC) commented that Arizona’s

new high EES will require that customers be engaged about the benefits of energy
efficiency and decoupling.> Does the AIC have any ideas on how to educate customers?

Questions related to the Affect of Climate Change and Weather on Decoupling

11. Global climate change is real, and it is affecting Arizona and the Southwest. A March

2008 report by NRDC titled Hotter and Drier. The West’s Changed Climate, states that
in the five-year period from 2003 to 2007, Arizona’s average temperature increased a
stunning 2.2 degrees Fahrenheit as compared to 20" century averages.4 Do the utilities
have a plan to continue to monitor the increased temperatures and drought predicted by
the Intergovernmental Panel on Climate Change?’

Please note that I am committed to working with all stakeholders to find a decoupling

solution that will work to benefit both Arizona’s ratepayers and impacted utilities.

Sincerely,

@wm—\. Newmam

Paul Newman
Commissioner

2 TR Vol II, Pg 284, 5.
3 TR Vol II, Pg 294, 13-22.

* The report can be found at: http://www.nrdc.org/globalwarming/west/fwest.pdf - page 1.
> http://www.ipce.ch/
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*David Berry

Western Resource Advocates
P.O. Box 1064

Scottsdale, Arizona 85252-1064
azbluhill@aol.com

*Raymond Heyman

Unisource Energy Corporation
One South Church - 1820
Tucson, Arizona 85701
rheyman(@uns.com

*Michael Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Attorneys for Tucson Electric Power
Company

mpatten@rdp-law.com

*John Wallace

120 N. 44th St. - 100
Phoenix, Arizona 85034
jwallace(@gcseca.coop

Mona Tierney-Lloyd
EnerNOC, Inc.

P.O. Box 378

Cayucos, California 93430

* Justin Brown

Southwest Gas Corporation
5241 Spring Mountain Road
P.O. Box 98510

Las Vegas, Nevada 89193-8510
justin.brown@swgas.com

*Randy Sable

Southwest Gas Corporation
5241 Spring Mountain Road
Mailstop: LVB-105

Las Vegas, Nevada 89150
randy.sable@swgas.com

*Brooks Congdon

Southwest Gas Corporation
5241 Spring Mountain Road
Mailstop: LVB-120

Las Vegas, Nevada §9150
Brooks.congdon@swgas.com

*Laura Sanchez

1500 Lomas Blvd. NW, Suite B
Albuquerque, New Mexico 87104
Isanchez(@nrdc.org
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*Jeff Schlegel

1167 W. Samalayuca Drive
Tucson, Arizona 85704-3224
schlegelj@aol.com

Creden Huber

Sulphur Springs Valley
Electric Cooperative, Inc.

P.O. Box 820

Wilcox, Arizona 82311

Paul Griffes

Mohave Electric Cooperative, Inc.
P.O. Box 1045

Bullhead City, Arizona 86430

Ladel Laub
Dixie-Escalante Rural

Electric Association, Inc.
71 East Highway 56
Beryl, Utah 84714

Carl Albrecht

Garkane Energy Cooperative, Inc.
P.O. Box 465

Loa, Utah 84747

Michael Fletcher

Columbus Electric Cooperative, Inc.
P.O. Box 631

Deming, New Mexico 88031

Richard Adkerson

Ajo Improvement Company
P.O. Drawer 9

Ajo, Arizona 85321

Jay Moyes
1850 N. Central Avenue, Suite 1100
Phoenix, Arizona 85004

Gary Yaquinto
Arizona Utility Investors Association

2100 North Central Avenue, Suite 210

Phoenix, Arizona 85004

Michael Grant
2575 E. Camelback Road
Phoenix, Arizona 85016-9225

Timothy Hogan
202 E. McDowell Road, Suite 153
Phoenix, Arizona 85004

*Daniel Pozefsky

Residential Utility Consumer Office
1110 West Washington Street, Suite 220
Phoenix, Arizona 85007
dpozefsky@azruco.gov

Jeffrey Woner

K.R. SALINE & ASSOC., PLC
160 N. Pasadena, Suite 101
Mesa, Arizona 85201

*Larry Robertson, Jr.
P.O. Box 1448

Tubac, Arizona 85646
tubaclawyer@aol.com

*Michael Kurtz

Boehm, Kurtz, Lowry

36 East 7th Street, Suite 2110
Cincinnati, Ohio 45202
mkurtz@bkllawfirm.com

*C. Webb Crockett

3003 N. Central Ave. - 2600
Phoenix, Arizona 85012-2913
werocket@fclaw.com

*Thomas Mumaw

Arizona Public Service Company
P.O. Box 53999

Station 9905

Phoenix, Arizona 85072-3999
thomas.mumaw(@pinnaclewest.com

Paul O'Dair

Navopache Electric Cooperative, Inc.
1878 W. White Mtn. Blvd.

Lakeside, Arizona 85929
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Dennis True Scott Canty
Morenci Water and The Hopi Tribe
Electric Company P.O. Box 123
P.O. Box 68 Kykotsmovi, Arizona 86039

Morenci, Arizona 85540
*Michael Curtis

*Barbara Klemstine Curtis, Goodwin, Sullivan
Arizona Public Service Company Udall & Schwab, PLC

P.O. Box 53999 501 East Thomas Road

Mail Station 9708 Phoenix, Arizona 85012-3205
Phoenix, Arizona 8§5072-3999 mecurtis@cgsuslaw.com

barbara.klemstine@aps.com

Jack Shilling

Duncan Valley Electric
Cooperative's Gas Division

P.O. Box 440

Duncan, Arizona 85534-0440

Gary Grim

Arizona Electric Power Cooperative, Inc.
P.O. Box 670

Benson, Arizona 85602

Russ Barney

Graham County Utilities, Inc.
P.O. Drawer B

Pima, Arizona 85543

David Couture
One South Church Ave, Ste. 200
Tucson, Arizona 85701

Douglas Mann

Semstream Arizona
Propane, L.L.C.

200 W. Longhorn

Payson, Arizona 85541

Marcus Middleton
P.O. Box 245
Bagdad, Arizona 86321



